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The management intends to solicit proxies for the 
annual meeting of stockholders to be held on 
November 1, 1946. It is expected that copies of the 
notice of meeting, proxy and proxy statement will be 
mailed to stockholders on or about October 1, 1946. 











The Quaker Oafs (pmpany 


PLANT LOCATIONS 


AKRON, OHIO 
CEDAR RAPIDS, IOWA 
ST. JOSEPH, MISSOURI 
SHERMAN, TEXAS 
MEMPHIS, TENNESSEE 


DEPEW, NEW YORK 
TECUMSEH, MICHIGAN 
PEKIN, ILLINOIS 
ROCKFORD, ILLINOIS 
MARION, OHIO 


LOS ANGELES, CALIFORNIA 


THE QUAKER OATS COMPANY OF CANADA LIMITED 
PETERBOROUGH, ONTARIO SASKATOON, SASKATCHEWAN 


QUAKER OATS LIMITED 
Southall, England 


QUAKER OATS-GRAANPRODUCTEN, N.V., 
Rotterdam, The Netherlands 


A/S “OTA” 
Nakskov, Denmark 


QUAKER NAHRMITTEL GESELLSCHAFT, m.b.H., 
Grevenbroich, Germany 


RESEARCH LABORATORIES 
Chicago, Illinois 
EXPERIMENTAL FARMS 
Barrington, Illinois Libertyville, Illinois 


COUNTRY ELEVATORS 
in five states 


SALES OFFICES IN THE PRINCIPAL CITIES OF 
THE UNITED STATES AND CANADA 
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Report to Stockholders 

W E submit herewith for your consideration our Consolidated Balance 
Sheet and Consolidated Income and Earned Surplus Statements 
for 1946, with comparative statements of previous years. 

The net income for the year ended June 30, 1946 before deduction for 
income and excess profits taxes was $12,824,623.59 and net income after 
taxes was $6,471,051.14. After providing for the dividends on the preferred 
stock the earnings for 1946 amounted to $7.71 per share of common stock. 
The surplus account was credited with the income for the year and was 
charged with the preferred stock dividends of $1,074,648.00 and the common 
stock dividends of $3,147,988.50, which amounted to $4.50 per share. 
Accounts receivable have decreased from $8,310,979.35 to $6,629,438.08. 
Inventories were $13,658,515.37 on June 30, 1946. Considering present price 
levels, our dollar value of inventories and receivables is far below normal. 

Sales for the year amounted to $154,831,182.62, or an increase of 
$3,747,511.22 over last year. However, throughout the year we have suf¬ 
fered substantial losses in output because black market trading has made 
it very difficult for companies like ours, who are operating strictly under 
OPA controls and regulations, to purchase the supplies we need. The OPA 
field enforcement of its rules and regulations has been exceedingly ineffec¬ 
tive, and on account of black market conditions severe losses in production 
have been suffered by companies and individuals who operate under the 
OPA regulations. 

Because our receivables and inventories were exceedingly low our cash 
and government securities were at an all-time high of $31,217,733.27. 
During the year we paid off the remaining four and one-half million dollars 
of our serial notes but in May we completed an agreement with a group of 
our Company banks which gives us the right to borrow on a favorable basis 
at any time during the next three years a part or all of ten million dollars 
to be paid off not later than May 1, 1956. With all the uncertainties we face 
today we believe the net cost of this credit commitment justifies our getting 
this protection. 

Our net property, plant and equipment shows an increase of $1,095,574.79. 
During the year we have increased our country elevator investment by the 
purchase of eight additional units in Illinois which will largely serve our 
Akron plant, one unit in Missouri to serve St. Joseph, and the construction 
of three modern country elevator and warehouse units in the Mississippi 
Delta. We believe these delta houses will be of real value to our Memphis 
feed operations in securing grains and in selling our feeds, as well as render¬ 
ing needed service to the planters in that area. 

We purchased a small plant in Marion, Ohio, which we are remodeling 
to produce Ken-L-Ration products. It is about completed and will be ready 
to operate in a few weeks. We still are unable to purchase cans for our dog 
food but hope before long the tin plate will be in sufficient supply to permit 
the removal of present government controls and restrictions. Fortunately, 
during this period of no cans for dog food we have been able to make product 
for export at our Rockford plant, which has made it possible to keep our 
people employed and take care of the overhead expense. 

Our Canadian company’s operations for the year were satisfactory. We 
have a good organization and they are doing a good job under difficult 
operating conditions. 

Our British company is installing equipment to package Quaker Oats in 
England. We believe it will eventually do the complete milling operations 
in England but that is impossible until it can add to the present buildings, 
which cannot be accomplished under present government controls. 








During the year we have received reports from our Danish, Dutch, and 
German companies. Our Danish company came through the war in good 
shape. Our Dutch company, as we reported last year, operated under 
German control. The plant needs complete overhauling. Unfortunately, 
this will take some time because the necessary materials are very difficult 
to get. Our German plant is badly damaged. It has been partially patched 
up and is now making rolled wheat from relief wheat that is being shipped 
into that area. It is in the British zone of occupation. 

Our miscellaneous export business shows encouraging growth. 

At the present time we have no labor trouble but we have had slowdowns 
and strikes in violation of the spirit of our contracts that have seriously 
interfered with production. 

All Americans are proud of the higher wages and higher standard of 
living we enjoy in this country. Your company has always been deeply 
interested in a better life for its people but today one cannot escape the 
evidence of a change in attitude on the part of many workers, whether 
union or nonunion. Too many people seem to forget that it is only through 
the sale of products and services that we can maintain and improve our 
standard of living in this country. Without volume we cannot escape 
unemployment. 

Shorter hours and higher rates per hour without increased production per 
man-hour will force price increases that will too often punish, not benefit 
the worker because as prices rise, the great majority of our citizens are 
forced to buy less, volume declines and so do the hours of work, which 
means less monthly take-home pay. These are simple truths which all of 
us should remember. 

Our postwar plans are nearing completion for new construction and 
modernization of our plants referred to in last year’s annual report. All 
work that can be postponed will be delayed until conditions become more 
normal. This also applies to the introduction of new products our Research 
Laboratories have developed. 

Throughout the past year we continued to operate in a sellers’ market. 
Our problem was to produce. We believe that conditions are changing and 
that there will soon be no shortage of the type of products we manufacture, 
which means that we will again have keen competition. We will have to 
work harder to get our share of the business. Prices will be more competi¬ 
tive and earnings more difficult. The outlook is not discouraging but it 
will call for greater co-operation, greater effort, and more careful spending. 

During the year we finished our production for the Government at the 
Q. O. Ordnance plant at Grand Island, Nebraska. As previously reported, 
we operated this plant for the army and were paid a fixed fee for our services. 
The result of nearly three years’ operation is an earning after taxes of about 
$200,000.00. Against this $200,000.00 should be considered the adminis¬ 
trative. legal, accounting, and other Q. O. Ordnance work done without 
charge by the parent company. We made a good record, helped our Govern¬ 
ment in the war effort, and made little profit for our Company, which is 
what we hoped to do. 

Once again we want to express to all our Quaker men and women who 
worked faithfully at their jobs our sincere appreciation and thanks for their 
loyalty and co-operation, especially to those in our foreign service who are 
still carrying on under difficult conditions. 

JOHN STUART, Chairman of the Board 
R. DOUGLAS STUART, President 

September 20, 1946. 






The Quaker Oafs (pmparvy 

and Domestic and Canadian Subsidiaries 


CONSOLIDATED BALANCE SHEETS 


ASSETS 

June 30, 1946 

CURRENT ASSETS: J 

Cash . $ 7,657,567.60 

U. S. and Canadian Government Securities, 

at lower of cost or market . 23,560,165.67 

Accounts Receivable, less reserves (Note 3) 6,629,438.08 

Inventories of Grain, Materials, Products 

and Supplies, at lower of cost or market. 13,658,515.37 

Total current assets . $51,505,686.72 

INVESTMENTS IN AND ADVANCES TO 
AFFILIATES, at cost (Note 1): 


June 30, 1945 
$ 6,374,279.40 

21,936,937.24 

8,310,979.35 

17,419,696 .30 

$54,041,892.29 


U. S. and Canadian—partially owned _ 

.$ 

468,528.48 

$ 

384,219.45 

United States—wholly owned. 


100,016.64 


100,242.06 

English—wholly owned. 


582,754.92 


521,864.68 

Continental European. 


1,111,432.63 


1,111,484.60 


$ 

2,262,732.67 

$ 

2,117,810.79 

Less—Reserve for possible losses. 


1,138,346.11 


1,138,346.11 


$ 

1,124,386.56 

$ 

979,464.68 

PREPAID EXPENSES, etc.: 





Unamortized Debt Discount and Expense 

$ 

312,858.97 

$ 

330,240.01 

Insurance, Taxes, etc. 


575,995.48 


420,945.53 


$ 

888,854.45 

$ 

751,185.54 


PROPERTY, PLANT AND EQUIPMENT (Note 4): 

Land . $ 2,171,426.07 

Buildings and Improvements . 14,920,780.90 

Machinery and Equipment . 15,418,851.70 

Country Elevators . 1,710,626.33 

$34,221,685.00 

Less—Reserves for Depreciation . 17,919,810.90 

$16,301,874.10 

PATENTS, at cost less amortization . $ 600,917.49 

TRADE-MARKS, TRADE RIGHTS AND 

GOODWILL (Note 4) . $10,145,506.07 

$80,567,225.39 


$ 2,156,677.57 
14,348,448.14 
14,864,882.39 
1,194,409.20 
$32,564,417.30 
17,358,117.99 
$15,206,299.31 
$ 670,977.91 


$10,145,506.07 

$81,795,325.80 


The accompanying notes are an ii 









































The Quaker (pmpany 

and Domestic and Canadian Subsidiaries 


CONSOLIDATED BALANCE SHEETS 


LIABILITIES 

June 30, 1946 


CURRENT LIABILITIES: 

Accounts Payable.$ 2,817,894.04 

Accrued Federal and Canadian Taxes on 

Income. 6,503,030.48 

Other Accrued Liabilities. 3,006,297.87 

Due to Affiliates not consolidated. 14,336.52 

Dividends Payable. 1,317,9 91.50 

Total current liabilities.$13,659,550.41 

FUNDED DEBT: 

Twenty Year 2%% Debentures, due 

July 1, 1964.$10,000,000.00 

Serial Notes l 7 / s % (due 1946-1954).. 

$10,000,000.00 


PATENT PURCHASE CONTRACT (pay¬ 
able in annual installments to 1948 inclusive; 

$100,000.00 included in current liabilities). . $ 150,000.00 

APPROPRIATED SURPLUS—Reserves: 

For Inventory Shrinkage.$ 4,657,510.20 

For Insurance and Other Contingencies. . 894,026.80 

$ 5,551,537.00 

CAPITAL STOCK AND SURPLUS: 

Preferred, 6% cumulative, 

$100.00 par value.$18,000,000.00 

Authorized 250,000 shares 
Issued 180,000 shares 

Common, no par value. 15,210,000.00 

Authorized 800,000 shares 
Issued 702,000 shares 

Earned Surplus (Note 5). 18, 3 62,863 .07 

$51,572,863.07 

Less 892 shares of preferred and 2,447 
shares of common stock held in treasury 
and reserved for employees, at cost less 
reserve. 366,725.09 

$51,206,137.98 

$80,567,225.39 


June 30, 1945 
$ 2,792,720.82 

6,512,651.15 

2,855,719.44 

46,246.05 

270,000.00 

$12,477,337.46 


$10,000,000.00 

4,500,000.00 

$14,500,000.00 


$ 250,000.00 

$ 4,657,510.20 
852,815.41 
$ 5,510,325.61 

$18,000,000.00 

15,210,000.00 

16,155,659.82 

$49,365,659.82 


307,997. 09 

$49,057,662.73 

$81,795,325.80 


tegral part of the above statement. 


































The Quaker (pmpany 

and Domestic and Canadian Subsidiaries 

Statement of Consolidated Income 

For Year Ended June 30, 1946 

Year Ended 
June 30, 1946 

Net Sales . $154,831,182.62 

Cost of goods sold . 124,925,604.95 

Selling, general and administrative expenses . 17,4 68 ,671.07 

Income from operations . $ 12,436,906.60 

Other Income . 837,415.35 

Income Charges . 449 ,698.36 

Income before federal and foreign income and profits taxes. .$ 12,824,623.59 

Federal and foreign income and profits taxes: 

Income taxes . $ 4,083,237.50 

Excess profits tax . 2,270,334.95 

Charge for tax effect of past service retirement annuities. _ 

Total income and profits taxes . $ 6,353,572.45 

Net income . $ 6,471,051.14 


Statement of Consolidated Earned Surplus 

For Year Ended June 30, 1946 

Surplus at beginning of the year . $ 16,155,659.82 

Net income .__ 6, 471, 051.14 

Total . $ 22,626,710.96 

Dividends: Preferred stock . $ 1,074,648.00 

Common stock . 3,147,988.50 

Total dividends . $ 4,222,636.50 

Past service retirement annuities . 

Transfer to appropriated surplus—reserves: 

Addition to reserve for inventory shrinkage . 

Reduction of reserve for advertising . 

Other reserves — net increase ( decrease ) .. 41,211.39 

Surplus at end of the year (Note 5) . $ 18,362,863.07 


The accompanying notes are an integral part of the above statements. 








































The Quaker O&ts (pmpany 

and Domestic and Canadian Subsidiaries 

Statement of Consolidated Income 
For Previous Years 


Year Ended 

June 30, 1945 

Year Ended 

June 30, 1944 

Year Ended 

June 30, 1943 

Year Ended 
June 30, 1942 

$151,083,671.40 

$142,647,173.08 

$122,178,664.96 

$90,140,229.56 

123,614,351.01 

119,161,791.03 

97,761,415.90 

72,156,478.73 

15,295,513.23 

14,649,578.08 

13,534,552.89 

10,986,918.62 

$ 12,173,807.16 

$ 8,835,803.97 

$ 10,882,696.17 

$ 6,996,832.21 

585,324.96 

466,764.86 

557,044.58 

311,164.51 

647,387.86 

183,016.30 

190,207.03 

356,688.81 

$ 12,111,744.26 

$ 9,119,552.53 

$ 11,249,533.72 

$ 6,951,307.91 

$ 3,191,397.81 

$ 2,532,426.24 

$ 2,578,434.64 

$ 2,115,986.89 

3,518,914.98 

1,726,200.87 

2,968,275.70 



581,491.99 

1,013,259.35 

499,508.71 

$ 6,710,312.79 

$ 4,840,119.10 

$ 6,559,969.69 

$ 2,615,495.60 

$ 5,401,431.47 

$ 4,279,433.43 

$ 4,689,564.03 

$ 4,335,812.31 


Statement of Consolidated Earned Surplus 
For Previous Years 


$ 14,501,840.71 

5,401,431.47 

$ 19,903,272.18 

$ 1,074,645.00 

2,623,323.75 

$ 3,697,968.75 

7,510.20 

42,133.41 
$ 16,155,659.82 


$ 12,965,659.95 

4,279,433.43 

$ 17,245,093.38 

$ 1,074,636.00 

2,273,547.25 

$ 3,348,183.25 

67,277.60 

1,150,000.00 

1,600,000.00 

222,208.18 

$ 14,501,840.71 


$ 13,713,167.68 

4,689,564.03 

$ 18,402,731.71 

$ 1,074,636.00 

2,798,212.00 

$ 3,872,848.00 

273,031.53 

1,250,000.00 

41,192.23 
$ 12,965,659.95 


$14,184,292.78 

4,335,812.31 

$18,520,105.09 

$ 1,074,628.50 
2,798,212.00 

$ 3,872,840.50 

902,228.87 

450,000.00 

481,868.04 

$13,713,167.68 



















































The Quaker O&ts (pmparty 

and Domestic and Canadian Subsidiaries 


NOTES ATTACHED TO AND MADE AN INTEGRAL PART OF 
CONSOLIDATED FINANCIAL STATEMENTS—JUNE 30, 1946. 


NOTE 1 

The consolidated financial statements include the parent company and 
the wholly owned domestic and Canadian subsidiaries, except that 
there have been omitted from the consolidation two wholly owned 
domestic subsidiaries operating for the Government on a management 
fee basis. Although financial statements received from the Continental 
European subsidiaries indicate in general a satisfactory condition, no 
change has been made in the reserve against investments in such sub¬ 
sidiaries pending further information and reasonable stabilization of 
world monetary conditions. 


NOTE 2 


The consolidated balance sheets include the following assets in Canada 
at the dates indicated: 


June 30, 1946 

Current assets . $ 9,874,425.00 

Current liabilities . 1,474,806.75 

Net current assets . $ 8,399,618.25 

Deferred charges . 61,413.09 

Properties, less reserves for 

depreciation . 1,962,95 4.85 

Total . $10,423,986.19 


June 30,1945 
$8,045,728.69 
J,364,367.67 

$6,681,361.02 

71,541.43 

1,971,8 93.46 

$8,724,795.91 


Properties have been converted at U. S. dollar costs at dates of acqui¬ 
sition ; other assets have been converted at the lower of cost or official 
rate of exchange. 


NOTE 3 

The reserve for possible loss on uncollectible accounts deducted from 
accounts receivable amounted to $1,110,690.12 at June 30, 1946 and 
$877,303.45 at June 30, 1945. 


NOTE 4 

Property, plant and equipment and trade-marks, trade rights and 
goodwill are stated at cost, including the par value of any capital stock 
issued as consideration therefor. The allocation of the cost of businesses 
acquired as entireties as between tangible assets and trade-marks, 
trade rights and goodwill was determined by the management as of 
the dates of the acquisitions. 

NOTE 5 

The agreement covering the company’s funded debt restricts the 
amount of earned surplus available to June 30, 1946 for dividends on 
common stock (other than stock dividends) or for the purchase of 
capital stock of the company to $8,832,435.17. 




















NOTE 6 

Provisions for depreciation included in the statement of consolidated 
income aggregated $957,731.41 for the year ended June 30, 1946. 

NOTE 7 

Income charges for the year ended June 30, 1946 include $327,693.32 
of interest on funded debt and amortization of debt discount and ex¬ 
pense. Other income for the same year includes $298,517.57 of earnings 
from investment in government securities and $150,500.00 of dividends 
received from nonconsolidated subsidiaries. 


ACCOUNTANTS’ CERTIFICATE 

The Quaker Oats Company: 

We have examined the consolidated balance sheet of The Quaker Oats 
Company and its domestic and Canadian subsidiary companies as of 
June 30, 1946 and the related statements of consolidated income and earned 
surplus for the year ended that date, have reviewed the accounting pro¬ 
cedures of the companies, and have examined their accounting records and 
other evidence in support of such financial statements. Our examination 
was made in accordance with generally accepted auditing standards appli¬ 
cable in the circumstances and included all auditing procedures we con¬ 
sidered necessary, which procedures were applied by tests to the extent we 
deemed appropriate in view of the systems of internal control; it was not 
practicable to confirm receivables from United States and Canadian Gov¬ 
ernment departments but we have satisfied ourselves with respect to such 
receivables by means of other auditing procedures. 

In our opinion, the accompanying consolidated balance sheet and state¬ 
ments of consolidated income and earned surplus fairly present the financial 
condition of the companies at June 30, 1946 and the results of their opera¬ 
tions for the year ended that date, in conformity with generally accepted 
accounting principles and practices applied on a basis consistent with that 
of the preceding year. 


Chicago, September 5, 1946. 


(Signed) HASKINS & SELLS 
Certified Public Accountants 
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The following food products are 
manufactured by your company 

QUAKER OATS MOTHER’S OATS 

QUAKER PUFFED WHEAT SPARKIES 
QUAKER PUFFED RICE SPARKIES 
AUNT JEMIMA READY MIX FOR PANCAKES 
AUNT JEMIMA READY MIX FOR BUCKWHEATS 
QUAKER YELLOW CORN MEAL 

QUAKER WHITE CORN MEAL QUAKER HOMINY GRITS 

AUNT JEMIMA YELLOW CORN MEAL 
AUNT JEMIMA WHITE CORN MEAL 

AUNT JEMIMA GRITS PETTIJOHN’S ROLLED WHEAT 

QUAKER ENRICHED FARINA 

SCOTCH PEARLED BARLEY MOTHER’S PEARLED BARLEY 

MUFFETS—WHOLE WHEAT BISCUITS 
QUAKER MILK MACARONI QUAKER MILK SPAGHETTI 

QUAKER EGG NOODLES 

UNCLE SAM’S SPAGHETTI UNCLE SAM’S MACARONI 

QUAKER ENRICHED FLOUR MOTHER’S ENRICHED FLOUR 

AUNT JEMIMA ENRICHED FAMILY FLOUR 
SCHUMACHER XXX GRAHAM FLOUR 
SCHUMACHER XXX FLOUR AND BRAN 
RED TOP ENRICHED FLOUR 


The company also makes a complete line of 
poultry , livestock and dairy feeds as follows 

FUL-O PEP POULTRY FEEDS 
FUL-O PEP LIVE STOCK FEEDS 
FUL-O PEP DAIRY RATIONS 

and 


KEN-L RATION DOG FOOD 


KEN-L-BISKIT DOG FOOD 









QUAKER PLANTS 



Sherman, Texas 



Rockford, Illinois 





































